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Individual Income Tax Returns, 1994: Early Tax
Estimates
by Maureen Keenan and  Jeffrey B. Curry
Taxpayers filed 107.3 million individual income tax
returns for Tax Year 1994 by the end of April 1995, with

. another 9.0 million expected by the end of December.
Incomplete data for 1994, for retums filed through Apl‘ll .

" show that “adjusted gross income,” or AGI, increased by
" 4.0 percent over 1993, to $3, 461.5 billion. The compa-

~ rable percentage for 1993 was 2.3. With “taxable.

. income” up by 4.8 percent, to $2, 252.8 billion, total

" income tax (after reduction by tax credits) grew _by 50
percent, to-$449.9 billion. Total iterhized deductions and
total personal exemptions claimed both declined slightly;
leading to a disproportionate increase in taxable income
relative to. AGI. The decline in exemptions, from 213.7 -
million to 212.3 million, may be the result of the increased
vigilance by. the Internal Revenue Service in verifying the

- —social: securrty numbers reported for dependents- clalmed**

as exemptrons Reflectmg a.1994 tax law change the .
number of returns filed by certain low-income wage
earners clalmmg the “earned income credit,” as well as the
credit they reported, each increased sharply over 1993,

- -with-credit claimants:up:by-24-percent; to-17:7-million;~ ~—
and the, credit, itself, up by 36.percent, to $19.9 billion..

Sole Proprletorshlp Retums, 1993

by Therese M. Cruciano

Nonfarm sole proprietorship profits for 1993 mcreased by
only 1.6 percent, from $154.0 billion to $156.5 ‘billion.
Profits for the services division, the largest industrial
grouping for proprretorshlp busmesses and professrons
actually declined slightly, to $92.4. bllllOl’l as the com-
bined decrease in net mcome (less deficit) reported for

. business.and personal serv1ces and for. consultmg and.
management services offset 'the small comblned increase
reported for medrcal and legal services. The increase for
medical services, alone, was the smallest in-over a decade.
The profits reported for wholesale and retail trade;
construction; and finance, insurance, and real estate — the
other principal proprletorshlp groupmgs — each showed
increases for 1993. Meanwhrle, busmess recerpts reported
grew from $737.1; blllron to $757 2 billion. Among
business deductlons that’ for ‘business use of a home
totaled $3. 0 billion, around the same as for 1992, About |
11 percent of sole propnetors were able to use the short
form Schedule C-EZ to report their 1993 business -
operatrons generally, in order to qualify, these businesses
had to be very small, with limited business expenses, a

This Issue at a ._Gla"ce : ' positive amount for net income, and no inventories.

Schedule C-EZ filers were primarily engaged in service
activities and accounted for less than 1.0 percent of total
receipts and total deductions for 1993, and less than 3.5

" percent of the total net income (less deficit) for the year.

Partnership Returns, 1993

by Timothy, D. Wheeler

With partnerships continuing to redirect their operatrons .
away from past activities that produced “tax losses” to
activities intended to produce a business profit, partner-
ship net income (less deficit) for 1993 once again
increased sharply, from $42.9 billion for 1992 to $66.6 .
billion. The 1992 amount, in turn, was double that

~ recorded for 1991. During this time, the number 'of

partnerships and the number of partners who invested in
them continued to decline. For 1993, for the first time in
recent years, llmlted partnerships reported a positive
amount for net income, $10. 4 billion, compared to’ the

* negative $13 3 billion reported for 1992. Finance, -

~insurance; and-real-estate accounted for-$16.0 bxllron of* =7
the $23.8 billion increase in 1993 profits, growmg from a
negative $0.8 billion for 1992 to a positive $15.3 billion.

for 1993. Contnbutmg to this increase was the decline-in '
the losses reported by the real estate operators.and lessors
—of burldmgs group; from~=$10:I-billion"to =$2:4-billion; ~—
and the growth in the net income (less deficit) reported by
the holding and investment companies. group, from $10.1
bllllon to $14.9 billion. While only 17 percent of all
partnershrps were classified in the services industrial
division, these partnerships accounted for over 50 percent

of total net income (less deficit). This was in contrast to
1992, when net income (less deficit) for the service '
industries, while about the same as 1993 dollar—wrse
represented 77 percent of the U S. total

Forelgn-controlled Domestlc corporatlons, 1992
by James R. Hobbs

There were 49,943 foreign- controlled domestic corpora-
tions (FCDC’ s) for Tax Year 1992, each controlled by a
“foreign person.” These companies generated $1.2
trillion of total receipts and reported total assets of $1.9 -
trillion. Most of these amounts were reported by the 865
corporations with assets of $250 million or more.
FCDC'’s comprlsed only 1.3 percent of all domestic .
corporations, but accounted for 10.1 percent of the
receipts and 9.4 percent of the assets reported on Us.
corporauon income tax returns. Their combined net
income (less deﬁcrt) increased to a positive $5.7 billion
for 1992, compared to a negative $4.9 billion for 1991.
Uncombined, net income (less deficit) reflected both an

B
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increase in positive net income, from $25.6 billion to
$32.0 billion, and a decrease in negative net income, i.e.,

credits) reported by FCDC’s increased from $6.1 billion
for 1991 to $7.1 billion, 7.0 percent of the total corpora-

were concentrated in four broad industrial groupings:
finance, insurance, and real estate; wholesale trade;
services; and manufacturing, in that order. Two of these

for nearly 75 percent of the total receipts of all FCDC'’s.
From a country perspective, companies controlled by
“persons” in Japan accounted for over 28 percent of the
total; those controlled by “persons” in the United King-
dom followed at 16 percent.

Some Observations and Insights

It’s hard to believe! The
Summer issue marked the

SOI Bulletin
Summer 1995

the SOI Bulletin. A quick

improvements we hope you
think are for the better!
Volume 1, Number 1 of the Bulletin was released in
Summer 1981. It contained three articles — on indi-
vidual income tax returns for 1979; sole proprietorship

ran 46 pages. More recently, the books have been more
timely, with well over 200 pages each, featuring an
average of five articles per volume.

Since its introduction, the Bulletin has been consid-

improve the timeliness and quality of our publication.
Two areas that we have focused on to achieve these
goals are content and appearance.

Several items have been added since our first issue.
For example, in the Fall 1982 issue, a regular historical
series of tables was introduced, then expanded in the
Summer 1985 issue, based on work done by the late

State was added to this section, starting with the Winter
1987-1988, in response to many requests for geographic

net losses, from $30.5 billion to $26.4 billion. Reflecting
the increase in positive net income, total income tax (after

tion income tax for 1992. Number-wise, FCDC activities

groupings, manufacturing and wholesale trade, accounted

beginning of the 15th year for

look back shows that a lot of
changes have been introduced
over the intervening years —

returns for 1978; and partnership returns for 1978 — and

ered a work in progress. We have continuously strived to

Joseph Pechman of The Brookings Institution. Although
Pechman is now deceased, his tables continue — updated
— to this day. (See the colored pages in this volume.) A
table presenting individual income tax return statistics by

data. Also added, starting with this same issue, was the
“Bulletin Board” column — an informal vehicle for
communicating with you about recent events, trends, and
observations having an impact on your understanding of
SOI data or our organization. More recently, in the
Summer 1991 volume, a “Data Release” section was
introduced, as a means of providing more timely access to
some of the statistics, either ahead of the articles that
would ordinarily accompany them or in place of these
articles. Finally, starting in June 1992, electronic versions
of selected tables were made available on SOI's new
electronic bulletin board (EBB). Today, most of the
feature articles, as well as the detailed tables, are loaded
on the EBB and can be accessed electronically by users
with a computer and modem.

The “look” of the Bulletin has also evolved over the
years. It began as a very labor-intensive manual effort,
with text typed on an early word processor, then cut and
pasted to prepare camera-copy manuscript laid out for
printing. Tables were sent out to contractors throughout
the country for typesetting, along with charts and graphs.
Because transmittals to these contractors were by mail and
had to go back and forth for the corrections or changes
that invariably had to be made (and, of course, the
contractor’s priorities were rarely the same as ours), that
meant that long amounts of time were required to ensure
that tables were complete and correct. Not surprisingly, it
became an uphill struggle to release the quarterly publica-
tion on any kind of meaningful schedule. Eventually, we
were able to move most of these efforts back in-house,
saving money and improving accuracy and timeliness.
Thanks to our own growing capabilities in desktop
publishing, attempts to standardize style and to give the
reports a more professional appearance have come a long
way, as well. Then, in the early 1990’s, we decided it was
time to give the Bulletin a major overhaul. The Summer
1992 edition introduced our current “style,” with a fresh
new cover and coordinated and improved layout, includ-
ing tables with larger, more legible font sizes.

We are quite pleased with our progress! There is no
question that a great deal of the credit for it goes to the
SOI Publications Team, which has considered this a labor
of love over the past decade and a half. Wendy Alvey,
Clementine Brittain, John Glynn, Bettye Jamerson,
Ruth Schwartz, and Lisa Smith are among the key
players who have combined their time, effort, and skills to
bring you the quarterly SOI Bulletin, under the direction
of Beth Kilss, Tom Petska, and Bob Wilson. In the
years to come, they look forward to continued refine-
ments, both substantive and cosmetic, to make the
Bulletin more useful, timely, and informative for you.
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New SOl Books Released
SOl s pleased to announce the
_ release of its two latest reports:
Source Book of Statistics of
Income — 1992, Corporatzon
;Income Tax Returns and
" Statistics of Income. — 1992,
Individual Income Tax Returns. Both the Soirce Book,
which provides detailed industry data by asset size based
on:corporation income tax returns, and the Individual SOI
report, which contains the most complete individual
income tax data for the tax year, are long-time publica-
tions of Statistics of Income.

Source Book.— The SOI corporate data are the only
publicly-available source of financial information on all
corporations; other sources. mdy include only information
for large or publicly-held corporations or for businesses in

—certain- regulated industries. The Source Book is-an-
extremely rich source of data, mcludmg complete 1ncome
statement, balance sheet, tax computation, and other
selected items by major and minor industrial groups and
. by size of total assets for all returns and separately for

|
f
|

SOI corporate data has become an ideal source for use in
estimating corporate profits for the national accounts.
(The latest Bulletin article on corporation income tax
returns appeared in the Summer 1995 issue — “Corpora-

. Janice Washington.) :

- The new Source Book is based on a stratified prob-
ability sample of corporation income tax returns, which
were selected after revenue processing, but before audit
examination. They represent returns with accounting
periods ending between July 1992 and June 1993 — so
that the calendar year accounting period is centered at the
middle of the span of months. As a new feature, this

_report has been divided into three main sections — returns
with and without net income, i.e., all returns; returns with
net income; and — new this year — complete data on S
Corporations by industrial division. (For more informa-
tion on S-Corporations — filed on Form 11208 — see
Amy M. Gill; “S Corporatlon Retums 1992,” in the
Spring 1995 SOI Bulletin) =~

This represents the first year that the Source Book : has
been produced entirely in-house, thus resulting in more
timely publication than in the past. The 495-page report
can be purchased in its entirety or by page. Magnetic
tape or diskette versions containing tabular statistics for

..retums -with net.income.- -As-such,-this-annual-series. B A—

tion Income Tax Returns, 1992,” by Jonathan Shook and

the Statistical Information Services staff at (202) 874-
0410. "

Individual Income Tax Returns.— The Individual
complete report is perhaps the most well known of our
annual reports. First published in 1918, providing
information on individuals for Tax Years 1913-16, it now
contains Tax Year 1992 data on sources of income,
adjusted gross income, exemptions, deductions, taxable
income, income tax, tax credits, and tax payments by tax
status, size of adjusted gross income, manta] status, and
type of tax computation. v

The latest Individual SOI report is based on a strati-
fied probability sample of individual income tax returns,
selected before audit, which represents a population of
approximately 114 million Forms 1040, 1040A, 1040EZ
(including electronic returns), and 1040PC, filed for Tax
Year 1992. Along with additional underlying data on the

" file from these returns, they constitute the most compre-
hensive and complete data set available about the

~ Behind the Scenes ’ 1992 are also available for sale. For information, contact

~individual'income tax system. Early tax estimatésfor - -

1994 (based on a subset of the sample, as of April 1995)
appear in this issue of the SOI Bulletin — see Maureen
Keenan and Jeff Curry, “Individual Income Tax Returns,
1994: Early Tax Estimates.” Preliminary data, represent-

-~ing all'returnsfiled for Tax Year 1994; will be published ——

with the Spring 1996 edition.

The current. 201-page report is available for sale
through the Government Printing Office. If you deter-
mine that this (or any other) SOI report is out of print,
contact SOI's Statistical Information Services — at (202)
874-0410 — for assistance.

Joint Statistical Meetings

‘For the 15th year, SOI sent a
\J HH{|  contingent of statisticians and
’ - " economists to the Joint Statisti-
cal Meetings. This year’s

s ¥ conference, marking the 155th
annual meeting of the American
Statistical Association, was held
oot SN in Orlando, Florida, August 13-
17 1995 Over 3,300 people attended, from Govern-
ment, academia, and industry in the United States and
worldwide.

As in the past, SOI played an active role at the
meetings, presenting 10 statistical papers, leading a
workshop, attending technical sessions and business and
committee meetings, and overseeing the Gertrude Cox
Scholarship Race, which is sponsored by the Caucus for
Women in Statistics.

[enusaan r
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Papers presented by SOI staff were primarily method-
ological in nature, documenting a broad range of ongoing
statistical efforts in current projects:

m  Creation of Panel Data from Cross-Sectional Sur-
veys, by Stephanie Hughes, co-authored with
Susan Hinkins;

s Using an Inverse Sampling Design Algorithm for
Tests of Independence Based on Stratified
Samples, by Susan Hinkins, co-authored with H.
Lock Oh, of SOI, and Fritz Scheuren, from
George Washington University;

®  Evaluating Modeling Error of Imputed IRS
Income Proportions Using Balanced Bootstraps
on Simulated Variables, by William Wong, co-
authored with Chih-Chin Ho, of IRS’ Com-
pliance Research;

m  Which Index Should We Use to Measure the
System Accessibility? by Robin Lee;

m  Statistics of Income Partnership Studies: Evalua-
tion of the Expanded Sampling Plan, by Paul
McMabhon,;

®  Measuring to Improve Quality and Productivity
in a Processing Environment, an invited paper by
Jeri Mulrow, co-authored with Fritz Scheuren,
George Washington University;

m A Mixed-Method Approach to Evaluating New
Tax Payment Procedures, by Karen O’Conor,
co-authored with Deborah Stone, from the
Bureau of Labor Statistics, and David Cantor,
Kerry Levin, and Dwayne Norris, of
Westat, Inc.;

m  How Sales of Capital Assets Were Affected by
the Tax Reform Act of 1986, by Peter Sailer,
co-authored with Barbara Longton;

s Imputation of Balance Sheets for the 1993 SOI
Corporate Program, by Bertrand Uberall; and

s Using Graphical Analyses to Improve All As-
pects of the Survey of Consumer Finances, a
poster presentation prepared jointly by Louise
Woodburn and co-author Gerhard Fries, of the
Federal Reserve Board.

Upcoming Features

Two other particularly relevant presentations were:

® Toward the Development of an Optimal Stratifica-
tion Paradigm for the Survey of Consumer Fi-
nances, byMartin Frankel, National Opinion Re-
search Corporation, and Arthur Kennickell,
Federal Reserve Board — a study which uses SOI
data as part of its sampling frame; and

® Weighting Panel Data for Longitudinal Analysis,
by John Czajka and Larry Radbill, Mathematica
Policy Research, Inc.— consultants to SOI on the
development of our panel studies for both corpora-
tions and individuals.

We plan to include all of these papers in the next volume of
the Methodology Reports series Statistics of Income:
Turning Administrative Systems Into Information
Systems — 1995, to be published later this year. They will
also appear in the 1995 American Statistical Association
Proceedings, due out next spring. Abstracts for these
papers will appear in the Winter 1995-1996 Bulletin.

The following are some of the articles and “data releases”
planned for inclusion in upcoming issues of the SOI
Bulletin:

s High-Income Individual Income Tax Returns,
1992;

8  Corporation Foreign Tax Credit, 1992; and
®  Projections of Returns to be Filed, 1996-2002.

m  Future “data releases” include:
Environmental Excise Taxes, 1993; and
Controlled Foreign Corporations, 1992.

Electronic Bulletin Board

Oops! It appears that the SOI electronic bulletin board
(EBB) has been too popular! Last summer, when we
reported on the EBB, we provided you with an “800
number” to reach the SOI bulletin board through gateway
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systems set up by the Small Business Administration
- (SBA). Unfortunately, this proved more expensive than
expected and the SBA’s toll-free number has been
discontinued. However, we are still out there in
cyberspace — most callers using analog telephone lines
can reach us by calling (202) 874-9574. The EBB is also
accessible through FedWorld, IRS-IS BBS, IRS Forms
BBS, and soon the IRS Wide Web Home Page and the
Treasury Wide Web Home Page. For assistance from the
SOI systems operator, contact Jim Willis at (202) 874-
02717.
For those new to SOI news, the EBB contains over
900 files of text, documents, and tabular data, including
- articles from recent SOI Bulletins, covering individuals
(including data by State and each County in the State),
corporations, partnerships, sole proprietorships, tax-
exempt organizations, and estates. It also provides data
on personal wealth and international topics, such as
foreign tax Credits and Controlled Foreign Corporations,

_fmcome -of Americans. hvmg abroad,-and the U.S.-source ——

income of forelgn ‘persons;’ personal income by county;
interstate migration patterns based on tax returns; as well
as tax collection and refund statistics by type of tax. The
EBB also includes identifying information from the IRS

- _MasterkFil'e.for_each.tax:exempt.o_r'ganization; including.. — -
its name, size, and activity. Finally, the 1993 and 1994 -
IRS Commissioner’s Annual Report and a copy of the
Census Bureau’s County,Bu,s.iness Patterns can be

: accessed as.well. '

SOl Consultants' Panel
Due to severe budget \ constraints, the SOI's Fall Consult- .
ants' Panel Meetmg has been postponed until early next

spring. These semi-annual advisory committee meetings
provide an excellent opportunity for SOI staff to meet

with customers to receive systematic feedback on projects -
and plans. Through formal presentations and informal
discussions, we have, over the past 9 years, found these
meetings to be invaluable in providing suggestions for
ongoing initiatives and ideas to better meet future user
needs. Itis our plan to continue to hold these meetmgs
begmmng, agam next spring.

nata Release Dates

This issue marks the fifth year that we are publishing
SOF's goals for completing its major programs, including
the month in which we now expect to be able to release
data to users, ahead of publication, upon request. The
listing includes some of the critical dates that precede the.
data releases, to help show some of the constraints under
which we must operate in order to make data available on
a timely basis.” While it isn’t always possible to-meet all
—completion.dates, we-continue to strive-to release the- - — — -
timeliest and most accurate data possible. ‘
Since SOI is an annual program, many of its data
requirements are unchanged from year to year. Every new
year, nevertheless, brings changes and new challenges. A
- high priority.is, .therefore,.assigned.to.continually-improv---—
ing our operatlons while adapting to the changing and
growing research and data requirements of our main
customers — tax pollcymakers at Treasury and in Con-
gress and the national income economists in Commerce;
to. the evolving tax law and resultlng tax return form
changes; and to constantly improving tax administration
system, itself. So, if you find we have been overly :
' 0ptlmlSth please bear with us! :
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SOI Goals for Completion

Close of
End of filing period— Close of Tentative
Statistics of Income program Tax Year With sampling release date
Regular extensions period for data
of time
(1) (2) (3) 4) (5)
Individual income tax returns:!
1993
COmPlEte .....unurvsivsrsmsrssnssnionns December 1993 April 1994 August 1994 December 1994 August 1995
1994
Preliminary .......commenssensssersne December 1994 April 1995 August 1995 September 1995 February 1996
COmPIEAL ..uurvcerversnsresssersconsenes December 1994 April 1995 August 1995 December 1995 August 1996
1995
Preliminary .......ccesensecsomensnes December 1995 April 1996 August 1996 September 1996 February 1997
Complete ....ccrnrmrssunsensassers December 1995 April 1996 August 1996 December 1996 August 1997
Nonfarm sole proprietorships:
1994 December 1994 April 1995 August 1995 December 1995 August 1996
1995 December 1995 April 1996 August 1996 December 1996 August 1997
Partnerships:
1994 December 1994 April 1995 October 1995 December 1995 July 1996
1995 December 1995 April 1996 October 1996 December 1996 July 1997
Corporations:?
1993 June 1994 September 1994 March 1995 June 1995 March 1996
1994 June 1995 September 1995 March 1996 June 1996 March 1997
1995 June 1996 September 1996 March 1997 June 1997 March 1998
Corporation foreign tax credit:?
1993 June 1994 September 1994 March 1995 June 1995 August 1996
1994 June 1995 September 1995 March 1996 June 1996 August 1997
1995 Tune 1996 September 1996 March 1997 June 1997 August 1995
Controlled Foreign Corporations:*
1992 June 1993 September 1993 March 1994 June 1994 October 1995
1993 June 1994 September 1994 March 1995 June 1995 October 1996
1994 June 1995 September 1995 March 1996 June 1996 October 1997
1995 June 1996 September 1996 March 1997 June 1997 October 1998
Tax-exempt organizations:
1993 November 1994 April 1995 October 1995 December 1995 August 1996
1994 November 1995 April 1996 October 1996 December 1996 August 1997
1995 November 1996 April 1997 October 1997 December 1997 August 1998
Private foundations:
1993 November 1994 April 1995 October 1995 December 1995 September 1996
1994 November 1995 April 1996 October 1996 December 1996 August 1997
1995 November 1996 April 1997 October 1997 December 1997 August 1998
Tax-exempt organization
unrelated business income:
1993 November 1994 April 1995 October 1995 December 1995 August 1996
1994 November 1995 April 1996 October 1996 December 1996 August 1997
1995 November 1996 Apiil 1997 October 1997 December 1997 August 1998
Estate tax returns:
1993 ) *) * December 1993 December 1994
1994 Y *) ) December 1994 October 1995
1995 * * * December 1993 October 1996

'Excludes the Early Tax Estimates (ETE) program, which provides data for less than the full tax year, based on returns received through April of the filing year.
The ETE release date is September of the filing year, ahead of the preliminary data for the full tax year, which are available for release at a later date in the

month shown.

*Corporation statistics for 1993 represent accounting periods ended July 1993-June 1994. Other “years” are similarly defined.
*Dates coincide with the Corporation Statistics of Income program because these programs are based on schedules attached to the corporation income tax return.
“Estate tax return statistics are processed on a filing-year, rather than on a year-of-death basis. At a later stage (not shown here), the underlying data from

several filing years are combined by year-of death.




Revision to Statistics of Income--1992,
Individual Income Tax Returns

The following correction is being pnblfShed in the Statistics of Income Bulletin as a convenience to those users: N
of Statistics of Income--Individual Income Tax Returns, who are also subscribers to the Bulletin. Statistics of . -.
Income-- 1993, Individual Income Tax Returns, Publication 1304, in which the correction would normally ap-

pear, will be pubhshed by the U. S. Govemment Prmtmg Ofﬁce ata later date.

- On pages 26 28 and 30 of Stansttcs of Income--] 992, Indlvtdual Income Tax Returns

.Q‘ “‘.

" The headings for Columns 13 15 33 35, and 53 '55v’m Table 1.1, Wthh presents summary data onincome
and tax, classified by cumulative adJusted gross income size classes, should read "Income tax after credits,”
instead of "Income tax before credlts




Individual Income Tax Returns, 1994:

Estimates

by Maureen Keenan and Jeffrey B. Curry

arly estimates for Tax Year 1994, based on indi-
vidual income tax returns filed through April
1995, reveal that both “adjusted gross income”
(AGI) and “taxable income” grew at a faster rate
between 1993 and 1994 than between 1992 and 1993.
AGI increased by 4.0 percent (compared to 2.3 percent for
1993), from $3,327.8 billion for 1993 to $3,461.5 billion
for 1994. Taxable income increased 4.8 percent (2.2
percent for 1993), from $2,150.2 billion for 1993 to
$2,252.8 billion for 1994. As a result of these increases,
total income tax grew by approximately 5 percent for the.
second year in a row, reaching $449.9 billion for 1994.

Of the sources of income, the most noticeable increase
for 1994 was in taxable social security benefits which rose
by 48.9 percent. This was due to a tax law change which
increased the maximum percentage of total benefits
subject to the income tax from 50 percent to 85 percent.
Salaries and wages, the largest component of income,
increased by 3.8 percent to $2,735.6 billion. In contrast,
declines occurred in taxable unemployment compensation
and in taxable interest. Taxable unemployment compen-
sation decreased by 31 percent, coinciding with a decliné
in the 1994 unemployment level. Taxable interest also
declined (by 11.5 percent) to $106.9 billion, despite the
fact that interest rates climbed in 1994 (while remaining
relatively low compared to other recent years).

Other than sources of income, the most significant
change for 1994 was a 36.3 percent increase in earned
income credit (EIC), which rose from $14.6 billion for
1993 to $19.9 billion for 1994, while the number of
claimants grew from 14.3 million to 17.7 million (an
increase of more than 24 percent). These increases were -
largely due to changes in the tax law that expanded the
credit to include certain low-income taxpayers with no
dependent children and increased the eligibility require-
ments for families with two or more dependent children.

For 1994, the Internal Revenue Service (IRS) verified
the social security numbers (SSN’s) reported on income
tax returns for dependents, mainly to reduce fraudulent
EIC (and other) refund claims. Partly as a result, there
was a decline in the number of electronically-filed returns,
and the total number of dependent exemptions fell. Also,
the number of returns claiming the EIC would have
actually fallen about 1.5 percent if the credit had not been
expanded for 1994 to include certain taxpayers with no
dependent children. This number might have fallen even
more if the maximum earned income and AGI to qualify
for the EIC were not made higher for taxpayers with two

i

* credit” to increase 36

Maureen Keenan and Jeffrey B. Curry are economists with the
Individual Research Section. This article was prepared under
the direction of Carl Greene, Chief.

Early Tax

Tax law changes enabled or more dependent
children versus those
with one.

Data for this article
were derived from the
“Early Tax Estimates,” or
ETE, subset of returns
included in the full
sample used for Statistics
of Income--Individual
Income Tax Returns for
1994. The ETE sample is designed to provide reliable
estimates as soon as possible following the close of the
regular tax return filing season. Each return in the ETE
sample represents approximately one out of 5,000 returns
in the population. In contrast to the estimated 106,000
individual tax returns in the full Individual Statistics of
Income (SOI) sample, the size of the 1994 ETE subsample
of returns filed through the end of April 1995 was 21,051
returns. While 1994 represents the third time this sample
was used for a published report on early tax data, the
taxpayers included in the ETE subsample have been part

the "earned income

percent to $19.9 billion.
The number of claimants
grew 24 percent to 17.7

million.

_of the Statistics of Income sample each year since Tax

Year 1979, provided that they filed a return for the given
year.

In order to provide some insight into how the ETE
subset of returns filed through April relates to the full-year
SOI sample, Figure A compares estimates of key income
and other items from both samples for Tax Year 1993.

For many items, such as salaries and wages and total
earned income credit, the ETE sample of returns provides
reliable estimates. For other items, however, the ETE
sample provides less reliable estimates. These items
include partnership, S Corporation, and sole proprietor-
ship (farm and non-farm) net income or loss; capital gains
and losses; and the alternative minimum tax. These items
are often reported in sizable but varying amounts on
returns filed after April. The returns on which they appear
are mainly those for which filing extensions have been
taken, and many are for high-income taxpayers. As a
result, early tax estimates for these items (and for high-
income returns in general) should be used with caution.

A second problem with the estimates from high-income
returns is that they are subject to relatively high sampling
variability. Since the ETE subset of returns is a simple
random sample not stratified to favor high-income taxpay-
ers, there may be an insufficient number of returns filed
through April to present an accurate picture of this part of
the individual income tax return population. The discus-
sion that follows, therefore, focuses only on those tax
return items and those taxpayer characteristics for which
the ETE sample is believed to offer the most reliable
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COmparison of Selected Early Tax Estimates (ETE) Data and Final SOl Data, Tax Year 1993

10

3 includes ' eamed income cradit used to reduce total income tax to zero.

estimetes‘ 'The cdmparisb’n’s of data for Tax Years 1993 -
and 1994 presented i m thxs amcle are based on early
estimates. :

Selected Sources of Income and Statutory
Adjustments L

“Adjusted gross income’ " (AGD grew 4.0 percent for
1994, increasing from $3, 327.8 billion for 1993 to
$3,461.5 billion, while the total number of returns filed
increased by only 0. 5 percent (Figure B). Salaries and
wages, the principal income source, rose 3.8 percent from

. 1993 Percentage '
R o ., ftem 1993 ETE ! final SOI increase from
C : i data 2 ETE to final
' SOl data
. : - (1) 2) 3)
Adjusted gross income (less deﬂcn) 3,327,848 3,723,340 119
"SBIBMAOS AN WAGES.......vcvvverssesseresseessesseassesssssssssssssssssisasgassssessonss os essssesssssssss 2,635,278 .2,892,120 97 .
Taxable interast.......... 120,822 131,141 85
Dividends.............. 76,728 79,729 3.9
. Business income: .
NELINCOME.....i it es st e st cbessses s realsesesastsanrsssnssrsesn s annsnns 111,891 176,343 57.6
Net loss. 11,494 - 20,638 79.6
Capital gain ' - o
NBEGAIN. ecvoeereereersavsevecsseneiterivesses s sssssssessssmasessssmassessinsssssonssassmssosnsssssoensens 84,831 149,662 - " 764
Netloss.. 6,636 8,086 219
Capital gain distributions reported on Form 1040... 2,577 2,505 0.7
Taxable individual retirement arrangement (IRA) dlstrlbutron 33,255 ' 27,081 -18.6
Taxable pensions and annumes i 175,519 194,014 105~
Rent and royalty: .. e , ) .
~_ Netincome s - 36,002 " 420
- Netloss.. : 28044 | RS a7 - T
Partnership and.S Corporation: 7 4_J'
Netincome : 88,892 133,438 50.1°
B 1 LT T SO O SO S SRR 22,426 40,570 80.9
Farm: '
NEINCOME. ... it bbb aas e s 8,018 9,474 18.2
e —-~Netl0ssam o -8,284 - 13:141 ---58.6— -~
~ Unemployment compensatron 25,052 27,586 10.1
. Social security benefits in ad;usted gross income.. . 21,933 | 24,650 124
Other'income: ' .
Net income. 23,287 22,391 - -3.8
 Netloss... 17,595 57,430 228.4
Total statutory ad;ustments... ................................. 30,458+ 36,624 20.2
Payments to selt employed (Keogh) retlrement plans ........ ............ 17,902 )' 8,160 - 33
‘Total itemized deducuons . . 417,973 ' 490,404 17.3
Total tax credits 2....... A 6,131 5,858 ) -4.5°
Total earned income credit*... 14,600 15,537 © -~ 6.4
Total income tax ® . 428,299, 502,788 - 17.4 o
. AIternatlve mlnlmum tax ’ 962 2,053 .o 1184 .,
’ Data are basedon a snmple random sample ot retums filed through Apnl ) o . . : ) .
2 Dara are based on a stretrﬁed random sample of returns fited through Di and are published in istics of { --1993, Individual Income Tai Retums (in preparation). - -

xlncludes eamed income credit used to reduce total income tax to zero plus the amount used to offset any additional taxes and the refundable portion.
* Total income tax was the'sum ot income tax after cradlts and altemative minimum tax, Iess earned income credit (|1 the result was negatrve total income tax was zero)

$2,635.3 billion. for 1993 to $2,735.6 billion for 1994,
The rate of growth for both AGI and salaries and wages
outpaced the 2.6 percent .annual rate of inflation for
1994 [1]. ‘ N

The principal components of AGI and “statutory
adjustments” to AGI are shown in Tables 2 and 3,
respectively. In addition to the increase in salaries and
wages, several other sources of income showed major
changes from 1993 to 1994 (Figure B). Although the
Federal Reserve Board raised interest rates six times in
1994, interest rates.still remained relatively low and
taxable interest declined 11.5 percent. Tax Year 1994




Individual Income Tax Returns, 1994: Early Tax Estimates

Comparison of Total and Selected Sources of Income and Statutory Adjustments, Tax Years 1993
and 1994

[Number of retums is in thousands--money amounts are in millions of dollars]

)

1993 ETE ! 1994 ETE ! Percentage

Number Number increase
Item of Amount of Amount in

retums retums amount
(1) (2) (3) 4 (5)
Adjusted gross income (less deficit) 106,769 3,327,848 107,291 3,461,494 4.0
Total income (less defiCit) 2..............ecerreenieniiiinnicire e e 106,769 3,358,306 107,291 3,492,887 4.0
Salaries and wages. 91,650 2,635,278 92,540 2,735,560 38
Taxable interest..........cccevvmernrirccrniccrnccrnnanns 59,916 120,822 59,861 106,890 -11.5
Capital gain distributions reported on Form 1040 3,468 2,577 3,641 2,962 14.9
Taxable Individual Retirement Arangement (IRA) distributions..... (?) 33,255 (3) 31,680 -4.7
Taxable pensions and annuities.................eevevennene . (3) 175,519 (3) 183,833 4.7
Social security benefits in adjusted gross income .. 5,173 21,933 5,247 32,657 48.9
Unemployment compensation...........c.cccecreenareene 8,808 25,052 7.642 17,282 -31.0
Less: total statutory adjustments..............co.cecerveeruennncs 14,483 30,458 14,850 31,396 3.1
Individual Retirement Arrangement (IRA) payments....................... 4,097 7,987 3,969 7,745 -3.0
Deduction for self-employment tax.............cceeeeveneee 10,126 8,388 10,111 9,037 7.7
MOVING EXPONSES.......ccevveerrrerirrctrerieeirirestrireresessssresiessessess sevesmenne N/A N/A 669 1,085 N/A

* Data are based on the Early Tax Estimates (ETE) subsample of returns used for Statistics of Income--Individuat Income Tax Returns.

2 Includes amounts not shown below.

3 Not tabulated.

N/A - Not applicable.

NOTE: All data are for returns filed through April.

was the fourth consecutive year for which taxable interest
decreased. Some of this decline may be associated with
the transfer of funds from interest bearing accounts to
money markets and mutual funds, where some of the
income was reported as capital gain distributions. For
1994, capital gain distributions reported on Form 1040
increased by 14.9 percent [2]. Unemployment compensa-
tion dropped 31 percent to $17.3 billion, and the number
of returns reporting unemployment compensation as a
source of income also decreased, falling 13.2 percent.
The decline in unemployment compensation was related
to the national unemployment rate, which fell to 6.1
percent in 1994 from 6.8 percent in 1993 [3].

Taxable social security benefits increased 48.9 percent,
mainly due to a change in the tax law which raised the
maximum amount of social security benefits which could
be included in AGI from 50 to 85 percent (see the 1994
Tax Law Changes for additional information). Taxable
pensions and annuities increased as well, rising 4.7 per-
cent to $183.8 billion.

Statutory adjustments to income, which serve to reduce
AGI, grew 3.1 percent for 1994. The deduction for one-
half of self-employment tax, the largest of all statutory
adjustments, increased 7.7 percent to $9.0 billion. Some
of this increase was a result of a change in the tax law
which removed the ceiling on the amount of earnings
subject to the hospital insurance tax for Medicare. For

1993, only $135,000 of a taxpayer’s earnings were subject

to the Medicare tax. Of the other statutory adjustments,
payments to an Individual Retirement Arrangement (IRA)
were down by 3.0 percent to $7.7 billion. In addition,
$1.1 billion was claimed by taxpayers as a statutory
adjustment for 1994 moving expenses. Moving expenses
incurred prior to 1994 were taken as an itemized deduc-
tion (see below).

Itemized Deductions

The number of taxpayers itemizing deductions and the
amount they claimed decreased slightly for 1994 (Figure
C). The specific deduction which showed the most dra-
matic change, moving expenses, decreased by 89.2 per-
cent and was attributed to a change in the tax law. For
1994, current year moving expenses became an adjust-
ment to total income rather than an itemized deduction
(see the 1994 Tax Law Changes section of this article).
Therefore, the $369 million in moving expenses reported
on 1994 returns as an itemized deduction represent mov-
ing expenses incurred in a year before 1994. A tax law
change may also have accounted for some of the 2.2
percent decrease in deductions for charitable contribu-
tions. Beginning with 1994, taxpayers could claim a
deduction for a charitable contribution of $250 or more
only if they had a written acknowledgment of the contri-
bution from the qualifying recipient organization. Addi-
tional data on itemized deductions classified by size of
adjusted gross income are presented in Table 4.

11
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Individual Income Tax Returns, 1994: Early Tax Estifnates

Returns with Itemized Deductions: Comparison of Adjusted Gross Income and Selected Itemlzed
Deductions, Tax Years 1993 and 1994

[Number of returns is in thousands--money amounts are in millions of dollars]

1993 ETE ! 1994 ETE ' Percentage

Number Number increase
tem © of © .JAmount T} ©oof - Amount ‘in

- o “returns 2 LR retums 2 . amount
K (1) - (2) (3) 4) (5)

Adjusted gross income (less deficit) 29,211 1,907,618 29,137 . 1,952,106 23
Total itemized deductions 3................... OO POUROUR, 29,211 ‘417,973 T 29,137 414,585 .-0.8
Medical and dental expense.. . 5,028 22,830 4,571 22,184 -2.8
Taxes paid deduction............ccceeriininvinei, 28,710 145,514 . . 28,766 148,857 ' 2.3
Total interest paid deduction..............cooueevercnnnneienenceneencs ] 24,286 168,704 - - 24,609 165,312 -2.0

Home mortgage interest: . . ' - )

Paid to financial inSHtutions..........coevvenviieeninienininiens 23,556 157,797 23,766 154,795 1.9
Paid 10 INGIVIAUAIS..........covvo. v sevassarissersesesnsesssensiessesesd 2,043 6,174 1,934 5,489 119
Contributions deduction. 26,350 58,392 - 26,383 57,111 2.2
Moving expenses “........... 686 3,403 109 369 ' -89.2

' Data are based on the Early Tax Estimates (ETE) subsample of retums used for Statistics of Income—Individual Income Tax Retums.
2 Returns with no adjusted gross income are not included in the deduction counts. For this reason, the sum of relums with total itemized deductions after limitation.and retums with

total standard deduction is less than the total number of retumns for all filers.
i notshown

3 b o

hy below _—

" NOTE: All data-are for retums filed through April.

Personal Exemptions

__The_total number of personal exemptions declined slightly
for 1994, falling by 0.7 percent to 212.3 million from

' 213.7 million for 1993, even though the number of returns
reporting éxemptions rose by 0.7 percent (Figure D).

Both the number of returns claiming dependent exemp-
tions and the number of dependent exemptions decreased.
Final IRS statistics for full tax years show that the number
of dependent exemptions increased every year between
1989 and 1993 [4]. If maintained in the final tabulation,
the decrease in the number of dependent exemptions for
'1994 would reverse a 4-year upward trend. This decrease
may ‘be-the result of increased efforts by the IRS to verify
social security numbers reported for dependents [5].

Figure D

Companson of Total and Se|ected Personal Exemptlons, Tax Years 1993 and 1994

[Number of retums and number of exemptions are in thousands]

Represents expenses mcurred in years prior to 1994 but repor!ed on 1994 retums (see text for addmonal lntorrnauon) T

Taxable Income and Total Income Tax

PR BN

__Taxable income e grew by 4.8 percent, from $2,150.2
billion for 1993 to $2 252.8 billion for 1994 (Figure E).
This 4.8 percent increase is higher than the 4.0 percent
growth in AGL. A portion of this difference may be
attnbuted to the shght decrease in both itemized deduc-
tions and dependent exemptions. Also, part of this differ-
ence may be due to the fact that income increased at a
slightly faster rate than the inflation adjustment of the
width of tax, brackets, the snze of personal exemptions, and

5. 0 percent to $449 9 bnlhon for 1994 [6]
A companson of total i income tax as a percentage of
AGI, by size of AGI for 1993 and 1994, shows that all

: standard deductlon amounts Total income tax grew by

1993 ETE ! 1994 ETE ! Percentage
Number ..Number Number Number increase

ltem of of of of in

retums exemptions retums exemptions exemptions
(- (2) (3} (4) (5)
Total personal exemptions 2 97,799 213,738 98,512 212,306 0.7
Taxpayer OXBMPLONS......ooeerreeeerersmserssssassassesarsssanssessssssssesssssscasass 97,799 141,805 98,512 142,201 0.3
Exemptions for dependents............ i e 39,649 " 71,933 39,133 70,015 .27

1 Data are based on the Early Tax Estimates (ETE) subsample of retums used for Statistics of income- -Individual tncome Tax Returns.
2 The number of retums with total personal exemptions does not equal the total number of returns filed because some retums have been filed by a dependent and therefore no

exemptions are claimed.
NOTE: All data are for returns filed through April.




[Number of retums is in thousands--money amounts are in millions of dollars)

Individual Income Tax Returns, 1994: Early Tax Estimates

Adjusted Gross Income, Taxable Income, and Total Income Tax, Tax Years 1993 and 1994

1993 ETE * 1994 ETE ' Percentage

Number Number increase
ltem of Amount of Amount in

retums retums amount
_() (2) (3) (4 (5)
Adjusted gross income (less deficit) 106,769 3,327,848 107,291 " 3,461,494 4.0
Taxable INCOME......c..ocerirircrire et et ee e e s esnere e nranas 84,150 2,150,181 85,300 2,252,831 4.8
income tax before credits..........ccovieeierenmrieenniicn e e, 84,091 433,468 85,213 454,999 50
Total tax Credits 2.........coeeriiecernieniene s cvieneresssrsnessensese ssannens 11,980 6,131 13,665 6,127 -0.1
Total INCOME tAX 3.......ourvercrnirrrire e eenteserer e sastranneneereaens 79,957 428,299 80,428 449,908 5.0
Income tax after credits....... 79,931 427,337 80,418 448,871 5.0
Alternative Minimum tax.......c.c.cceevvenreenrinennsscrvennnensesnnn 289 962 294 1,037 7.8

1 Data are based on the Early Tax Estil (ETE) sub
2 Includes earned income credit used to offset income tax before credits.

NOTE: Al data are for returns filed through April.

AGI-size classes under $40,000 had the same or lower
ratio of tax to AGI as for 1993 (Figure F). The largest
reduction between the 2 years occurred in the $20,000 to
$25,000 AGI-size class, possibly caused by the expansion
of the EIC in this class and the resultant decline in tax as a
growing number of taxpayers were able to claim the
credit.

Earned Income Credit and Other Tax Credits

Tax Year 1994 saw major changes in the earned income
credit. First, the tax law was changed so that taxpayers
who were age 25 through 64 with no dependent children,
and with both “earned income” and AGI less than $9,000,
could claim an EIC. These taxpayers did not have to file a
Schedule EIC. Also, for the first time taxpayers were
allowed to file their tax returns on Form 1040EZ and still
receive the EIC. Previously, recipients of the EIC were
limited to filing their tax returns on Form 1040 or Form
1040A. Second, the computation of the credit for taxpay-
ers with eligible dependents was altered so that it was no
longer the sum of a basic credit, a health insurance credit,
and an extra credit for a child born in that tax year. For
1994, the EIC consisted of an amount that was based on
the taxpayer’s total “earned income” or AGI and an EIC
rate that varied by the number of eligible dependents.
Third, the income ceiling for qualifying for the EIC was
increased for taxpayers with two (or more) eligible depen-
dents. For previous years, this limit had been the same
regardless of the number of eligible dependents the tax-
payer had. Starting with Tax Year 1994, taxpayers with at
least two eligible dependents could qualify for the EIC

ple of retums used for Statistics of Income--Individual Income Tax Returns.

3 The number of returns with total income tax is less than the sum of returns with income tax after credits and returns with alternative minimum tax because some retums reported both.
The amount of total income tax is the sum of income tax after credits and alternative minimum tax less eamed income credit (if the result was negative, total income tax was zero).

with higher levels of earned income or AGI than could
taxpayers with only one eligible dependent. Due to these
law changes, the number of returns claiming EIC rose by
24.3 percent, from 14.3 million for 1993 to 17.7 million
returns for 1994. The amount of credit claimed increased
even more, by 36.3 percent, from $14.6 billion for 1993 to
$19.9 billion for 1994.

As Figure G shows, had the earned income credit not
been expanded to include taxpayers with no eligible
dependents, the number of returns with the credit would
actually have fallen 1.5 percent to 14.0 million returns.
This apparent decline may be attributable to the IRS
program to verify the social security numbers of all
dependents claimed on tax returns as a means of reducing
fraudulent claims [7]. At the same time, the amount of
credit claimed on returns with at least one eligible depen-
dent rose by 32.0 percent, to $19.3 billion. For EIC returns
with one eligible dependent, the amount of EIC increased
by 23.1 percent (which is similar to previous years’ EIC
increases). The number of returns with one eligible
dependent, however, declined by 4.1 percent. While the
number of returns with EIC and with two or more eligible
dependents increased slightly (1.9 percent) from 1993, the
EIC on these returns increased by 43.4 percent. The
increase in the number of returns with two or more eli-
gible dependents (compared with the decrease in returns
with one eligible dependent) might be related to 1994
being the first year that the maximum income qualifying
for EIC was higher for taxpayers with two or more eli-
gible dependents than for one. The large increase in EIC
reported by taxpayers with two or more eligible depen-
dents was mostly due to the much larger differential in the

13
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1993 and 1994

Size of adjusted gross income ({thousands of dollars)
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Total Income Tax as a Percentage of Ad|usted Gross Income (AGI), by Size of AGl Tax Years
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$75 under $100 ﬁ

18.5
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$50 under $75 h—

mcome tax was zero) AII data are based on feturns flled through Apnl '

. allowable EIC for returns with-one versus two (or more)
0 ehglble dependents For example for'1993 there wasa - :
* §77 difference in the maximum amount of credit betwéen. *
these two types of filers. For 1994 thls differential was
$490. .
Total tax credits (Wthh mcludes the EIC to-the extent
that it could be used to offset income tax before credits)
remained relatively unchanged from 1993, falling 0.1
percent to $6.1 billion for Tax Year ,1994 (Figure E) [8].

Filing Patterns and Characteristics of Returns

As'of April 28, 1995,:wheh‘ the sampling of tax returns for
ETE was completed, 107.3 million taxpayers had filed '
their individual income tax returns, up 0.5 percent com-

pared to 1993 (Figure H). Even though the number of

Notes ‘Total income tax represents income tax after credns ‘and altematlve mlmmum tax, less total eamed income credlt (if the result was neganve total

 returns filed as of the-end of April increased shglitly
. compared to 1993, bised on IRS projections of the total -
- ‘number of returns expected to be filed for the 1994 tax -

.end of April. For the preceding 6 years, returns filed -

- types of returns filed for 1994 were the decline in the

-taxpayers filed their tax returns electronically, down from

year, only 92.2 percent of returns had been filed as of the

through the end of Apr11 ranged between 93.0 and 94.2
percent of all returns filed durmg the entire IRS process-
ing-year [9].

Figure Lillustrates that the predommant changes in the

share of returns filed electronically (which reversed a 6-
year upward trend), as well as the reduction in the number
of Forms 1040PC, 1994 U.S. Individual Income Tax
Returns 1040PC Format. For 1994, about 11.7 million
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Earned Income Credit (EIC), Tax Years 1993 and 1994

[Number of returns is in thousands--money amounts are in millions of doliars)

1993 ETE ! 1994 ETE ! Percentage
Number Number increase
Item of Amount of Amount in
returns returns amount
(1) (2) (3 (4) (5)
Total earned income credit (EIC). 14,264 14,600 17,731 19,905 36.3
EIC for retums with no children.............ce.uecveeririveceecneereiereeee e N/A N/A 3,683 630 N/A
E!C for retums with one child...... 8,106 8,174 7,776 10,063 23.1
EIC for retums with two children 6,158 6,425 6,272 9,212 43.4
Refundable earned income credit (EIC) 11,515 11,368 13,799 15,787 38.9
EIC for retums with no children............c.cocevveveiere e N/A N/A 2,403 448 N/A
EIC for retums with one child...... 6,413 6,094 6,216 7,812 28.2
EIC for retums with two children.............ccoevcvevericeriince e 5,102 5,273 5,180 7,527 427

' Data arg.based on the Early Tax Estimates (ETE) subsample of retums used for Statistics of income--Individual Income Tax Retums.

N/A: Not applicable.
NOTE: All data are for retums filed through April.

the 13.4 million for 1993. This 12.7 percent decline in the
number of electronically-filed returns was partially a result
of the IRS’s revenue-protection strategy. In order to
ensure that only taxpayers entitled to refunds received
them (and also to check for fraudulent EIC claims), the
IRS checked names and matched the social security
numbers (SSN’s) against Social Security Administration
records for all taxpayers and their dependents during the
Tax Year 1994 filing season. An electronically-filed
return with missing or mismatched SSN’s was rejected
and did not enter the system unless or until it was cor-
rected and refiled [10]. In addition, the IRS eliminated the
direct-deposit indicator for Tax Year 1994. Previously, if
a taxpayer was filing electronically and requested that
their refund be deposited directly to their bank, the IRS
would indicate whether or not the direct-deposit would be
honored. Banks used the direct-deposit indicator in

Number of Returns Filed, Tax Years 1988 to 1994

{Number of returns is in thousands]

determining whether to grant refund anticipation loans to
taxpayers requesting them. Without the direct-deposit
indicator, taxpayers filed fewer returns electronically
because banks were less willing to grant refund anticipa-
tion loans.

Filing of the Form 1040PC, which is an IRS-approved
computer printout of only those items for which the
taxpayer is providing information, declined 34.9 percent to
2.6 million [11]. This sharp decline in the number of
Forms 1040PC filed can partially be accounted for by a
change in IRS requirements which increased the size of
the legend, a literal description of line items, that accom-
panies the Form 1040PC. As a result of this requirement,
the number of pages associated with the Form 1040PC
format increased and caused certain tax preparation firms
to decrease their level of participation in the Form 1040PC
program, opting instead to utilize alternative filing

Returns Returns filed for Tax Year:
filed 1988 1989 1990 1991 1992 1993 1994
(1) (2) (3 4 (5) (8) )
Returns filed through April of the filing year..................... 102,228 104,314 106,465 107,140 106,262 106,769 107,291
Returns filed through December of the filing year........... 109,708 112,136 113,470 113,795 113,754 114,602 116,320 1
Returns filed through April as a percentage of '
returns filed through December...........c.coveevcrirrnrnnnnnne, 93.2 93.0 93.8 94.2 934 93.2 9222

! Projected total by RS Compliance Research of Forms 1040, 1040A, 1040EZ, and electronically-filed retums.

2 Estimated on the basis of projections for Tax Year 1994,
NOTE: All data are for returns filed through April.
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Returns Filed through April by Tax Form Used, Tax Years 1987 to 1994

|Number ot returns IS In thousandas)

Form . : ! Tax Year )
used 1987 1988 1989 1980 1991 1992 1993 1994
: i [ @ (3) @ - (5) (6) @ . (8)

All returns. 98,569 102,228 | 104,314 106,465 107,140 106,262 106,769 | - 107,291
Long form, 1040 *.....cccocurverrricennnae .| 62948 63,647 | 63,533 60,190 58,650 54,287 53,856 55,998
Short forms, totai .... 35,048 37,381 36,514 | 37,625 36,290 35,567 - | . 35,417 36,923

1040A"............. 17,104 18,284 | . 17,677 ° 20,860 19,430 19,652 | . 18,218 19,502

JO40EZ M. eeeencrie e et e eraas 17944 | 19,097 | 18,837 16,785 - 16,860 15,915 17,199 17,421

Efectronically-filed returns (1040 ELF)..... 573 1,200 ;|- 4,267 8,705 10,795 12,459 113,441 11,729

FOrm 1040PC.......cceerrrreerinercenrnerenesns . NA O ONA BT NA " N/A 1,405 3,951 4,055 2,641
. . . Percentage of returns . .

All returns........ reveresnesren -] 1000 | 1000-] 1000 100.0 © 100.0 1000 . 1000 ~ 100.0
Long form, 1040 "........ccoumenne T 63.9" 62.3 - 60.9 565 - 54.7 51.1 50.4 52.2
Short forms, total ... | 0 356 . 366 . 35:0 -.35.3 33.9 33.5 33.2 344

174 17.9 . 189 [; 196 18.1 185 17.4 18.2
18.2 187 | 181 | 158 15.7 15.0 16.1 . 16.2
06 . 1.2 41 | 8.2 10.1 R 4 12.6 10.9
Form 1040PC N/A N/A NA N/A 1.3 3.7 3.8 25

 Excludes electromcally-luled returns and computer-generated returns (Form 1040 PC), shown separatery
N/A-- Not applicable.
NOTES: - Detail may not add to totals because of roundlng All data are for returns filed through April.

methods for their clients. In March, at the request of some. electronically-filed returns which can partially be ac- .
tax preparation firms, the IRS modified the legend re- . ~ counted for by the IRS verification program. Second, the
quirement and decided to allow a smaller legend. : ~ total number of exemptions for dependents fell, dropping .
T T Tt 70:0million from-71.9-million:-—Finally;the-number-of— — |-——

Summary returns claiming the EIC would have actually fallen by 1.5
For Tax Year 1994, both AGI and taxable income grew at percent if the credit had not been expanded for 1994:to

~ a faster rate, 4.0 and 4.8, respectively, than for 1993. o include certain. taxpayers with no  dependent children, and
These increases resulted in total income tax growing by may have fallen even more if the maximum earned in-
5.0 percent to $449.9 billion. The most noticeable in- come and AGI to qualify for the EIC were not made
crease in income for 1994 was in taxable social security . higher for two dependent children families than for one.
benefits which rose by 48.9 percent, due to a tax law A
change. Lower unemployment levels led to' a decline i m 1994 Tax Law Changes
taxable unemployment compensation (31.0 percent). - _ " . Standard deductions, personal exemptions, tax rate
Taxable interest income also declined (11.5 percent), even bracket boundarles and the earned income credxt are all

- though-interest rates climbed in-1994 (although they " - indexed, as required by Federal tax law, so that they are.
remained relatively low compared to other recent years). " not eroded by inflation. Without indexing, annual in-

Other than sources of income, @ major change for 1994 | creases in inflation would diminish the real value of these

concerned the earned income credit (EIC). The EIC items.
claimed by taxpayers rose 36.3 percent from $14.6 billion - The following is a list of Federal tax law changes and
to $19.9 billion. Changes in the tax law, including the IRS administrative changes that had a major impact on the
expansion of the EIC to cover certain low-income taxpay- 1994 Early Tax Estimates presented in-this article:
ers with no dependent children and increasing eligibility . -Social Security Benefits.-- Up to 85 percent of a

" requirements for taxpayers with two or more qualifying taxpayer’s social security or equivalent “tier 1 railroad
children, may have been responsxble for the increase in - - retirement benefits” could be included in AGI for 1994.
returns claiming the EIC, as well as the sharp increase in ¢ This would occur if the taxpayer received other income
the credit itself. : besides their benefits and their “modified income,” as

Increased efforts by the IRS to verify social secunty derived from the social security worksheet, exceeded

numbers of dependents had several ramifications. First, $44,000 and their filing status was married filing jointly
there was a 12.7 percent decline in the number of | ($34,000 for all other returns, except for married filing

S
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separately taxpayers who lived together at any time in
1994; their income limit was $0) [12}. If a taxpayer’s
“modified income” fell between $32,000 and $44,000 ($0
for MFS filers who lived together in 1994, $25,000 to
$34,000 for all other non-joint filers), up to 50 percent of
their social security benefits could be included in AGL
Prior to 1994, 50 percent of social security benefits was
the maximum amount that could be included in AGIL.

Earned Income Credit.-- Significant changes were
made to the earned income credit for Tax Year 1994.
Individuals and couples who worked; had less than $9,000
in both “earned income” and adjusted gross income; did
not have a qualifying child; and were age 25 through 64
were eligible for the earned income credit for 1994. These
individuals did not need to fill out the Schedule EIC and
could file their tax return on Form 1040EZ (or on Form
1040 or Form 1040A), to claim the credit. As for previ-
ous years, the maximum earned income credit increased,
as did the amount of earned income and AGI an individual
could earn and still claim the credit. For one qualifying
child the maximum credit was $2,038, up from the maxi-
mum basic credit of $1,434 for Tax Year 1993 [13]. For
two or more qualifying children, the maximum credit
increased to $2,528 from the maximum basic credit of
$1,511 for Tax Year 1993. To be eligible for the credit, a
taxpayer’s “earned income” and AGI had to be less than
$23,755 with one qualifying child or less than $25,296
with two or more qualifying children. In addition, the
health insurance credit (worth a maximum of $465) and
the extra credit for a child born during the year (worth a
maximum of $388) were rescinded.

Self-Employment Tax.-- For Tax Year 1994, the maxi-
mum amount of net earnings subject to the social security
tax portion of the self-employment tax was $60,600, up
from $57,600 the previous year [14]. In addition, al/ net
earnings of at least $433 ($108 for church employees)
were subject to the Medicare tax portion of self-employ-
ment tax. For Tax Year 1993, only net earnings up to
$135,000 were subject to the Medicare tax.

Moving Expenses.-- For 1994, taxpayers were permit-
ted to deduct current year qualified moving expenses as a
statutory adjustment to their total income in computing
AGI. Moving expenses incurred prior to 1994 could only
be claimed as an itemized deduction. By removing the
current-year moving expenses from itemized deductions
and treating them as an adjustment to income, taxpayers
who used the standard deduction were able to deduct
moving expenses. In addition, in order to deduct moving
expenses, a taxpayer’s new job must have been at least 50

miles (previously 35) further from his or her former home
than the previous job. Also, the following no longer
qualified as moving expenses: meals while moving from
the old residence to the new residence; travel expenses,
meals, and lodging for househunting trips; meals and
lodging while occupying temporary quarters in the area of
the taxpayer’s new job; and qualified residence sale,
purchase, and lease expenses.

Standard Deductions.--For Tax- Year 1994, the basic
standard deduction, and additional standard deduction for
age (65 and over) and blindness increased for each filing
status. Standard deductions rose to $3,800; $5,600;
$6,350; and $3,175 for a single person, head of house-
hold, married persons filing jointly or as a qualifying
widow(er), and married persons filing separately, respec-
tively. For comparison, Tax Year 1993 standard deduc-
tions were $3,700; $5,450; $6,200; and $3,100, respec-
tively. Additional standard deductions for the aged and
blind rose to $950 for single and head of household filers,
and to $750 for married persons filing jointly, married
persons filing separately, and qualified widow(er)s, up
from $900 and $700 respectively for 1993. The basic
standard deduction claimed by dependent filers did not
change for 1994, remaining at $600.

Itemized Deductions.--As for previous years, itemized
deductions were limited for some taxpayers based on their
AGI. For Tax Year 1994, the threshold for the limitation
increased to $111,800 of AGI from $108,450 for all filers
except married persons filing separately, for whom it
increased from $54,225 to $55,900. The limitation did
not apply to deductions for medical and dental expenses,
“investment interest” expenses, casualty or theft losses,
and gambling losses. To arrive at allowable itemized
deductions, total itemized deductions were reduced by the
smaller of: a) 80 percent of the “non-limited” deductions,
or b) 3 percent of the amount in excess of the AGI thresh-
old.

Charitable Contributions.--Beginning with 1994, a
charitable contribution of $250 or more could only be
deducted if the taxpayer had a written acknowledgment of
the contribution from the qualified recipient organization.

Personal Exemptions.--Like standard and itemized
deductions, the amount for personal exemptions also
increased for Tax Year 1994. For each qualified exemp-
tion, a filer could deduct $2,450, up from $2,350 for Tax
Year 1993.

Tax brackets.--Tax rates remained the same as 1993 at
15, 28, 31, 36, and 39.6 percents while the tax bracket
boundaries increased because of inflation indexing
(Figure J).
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Margmal Tax Rates, by Fllmg Status, for Tax Years 1993 and 1994 R SO e e ;

Fllmg status
Single’ Married filing jointly or qualifying widow(er)
Marginal tax fate 1993 1994 1993 1994 .
. " Taxable Taxable Taxable Taxable
income range income range . income range _ income range . -
E (1) - (2 - )] : . ;
15 POICONL....ovourvrevseceneescemseserreeseenseescessss oo . Under $22,101 Under $22,751 Under $36,901 Under $38,001:
28 percent. ! $22,101 to $53,500 $22,751 to $55,100 ' $36,901 to $89,150 $38,001 to $91, 850::
31 percent 1 $53,501 to $115,000 $55,101 to $115,000 ' $89,151 10 $140,000 . $91,851 to $140, 000 - )
36 percent....... eerenene .| $115,001 to $250,000 $115,001 to $250,000 - $140,001 to $250, 000 $140 001 to $250, 000

~ $250,001 or more

39.6 percent...... oo $250,001 or more’

$250,001 or more * $250,001 or more *

Filing status--Continued *

Married filing separately Head of household

18

Marginal tax rate 1993 1994 1993 1994
. Taxable Taxable Taxable. " Taxable
income range income range income range income range
(5) (6) @ (8)
= 45 percent... Under$18,451_ _ | __ __Under$19,001 __ | _Under$29,601 _ _ Under $30,501 s

28 percent... - $18,451 to $44,575 °$19,00110$45,925 |  $29,601 to $76,400 $30,501t0$78,700 - -
31 percent... . $44,576 to $70,000 $45,926 to $70,000 $76,401 to $127,500. * $78,701 16 $127,500°

36 percent... . $70,001 to $125,000 $70,001 to $125,000 $127,501 to $250,000 $127 501 to $250,000

39.6 percent $125,001 or more . $250,001 or more $250,001 or more_

" $125,001 or more

Data Sources and Limitations
. The statistics presented.in this article were derlved from a

sample of all individual tax returns reeelved in the ten IRS
service center mailrooms from J anuary 1, 1995, through
April 28,.1995. The sample was selected based on the
primary social security number (SSN) (i.e., the SSN of the
“primary” or first listed taxpayer in the case of joint re-
turns) ending ini one of two"pre-defined orders of the last
four digits. Two numbers between 0000 and 9999 were
chosen; and all return SSN’s ending in one of these two
numbers were sampled. Electronically-filed returns with a
primary SSN ending in one of these two four-digit combi-
nations were also-included in the sample. The same SSN
endings have been used every year since 1979. This
method of sampling provides the same results as a random
sample. The returns studied for the ETE statistics are a
subset of the returns included in the sample used for Statis-
tics of . Income -- 1994, Individual Income Tax Returns.

*Since two SSN endings out of a possrble 10,000 were
selected, each return represented one out of 5, 000 returns
in the population. The size of the entire ETE sample from
January 1 through the end of April was 21,051 returns.
Weights were adjusted for returns identified as missing
from the sample. :

Because the data presented in thls article are estimates

based on a sample, they are subjeet to sampling (as well as
non-sampling) error. Non-sampling error may-be higher
for ETE data than for other SOI data because approxi-
‘mately 20 to 25 percent of the returns included had not yet
been subjected to any of the regular IRS return processing
steps, which would have corrected many taxpayer report-
ing errors. Such returns show a tax due at time of filing
and are typlcally processed after Apnl 15th; to permrt
refund’ retums to be grven prlonty Sample returns with
tax due were identified when they were received at the
IRS centers and forwarded for SOI processmg prior to -
regular IRS processing. During SOI processing these .
returns were tested for internal consrstency, and the more

obvious taxpayer omrssrons and math errors were cor-
rected.

If statistical data are to be used properly, the magmtude
of the sampling error must be known. Coefficients of
variation (CV’s), computed from the sample, are used to
measure thé magnitude of the sampling error. Estimated
CV’s for the number of returns and money amounts for

~ selected incomé itemis are presented in Figure K. ‘The
rehablhty of estimates based on samples, and the use of
coefficients of variation for evaluating the precision of
estimates based on samples, are discussed in the appendix
to this issue of the Bulletin.
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Coefficient of Variation for Selected Items, Tax Year 1994

[Number of returns is in thousands--money amounts are in millions of dollars--coefficients of variation are percentages)

Number Coefficient Income Coefficient

Iltem of returns of variation amount of variation
(1 (2) (3) (4)
Adjusted gross income less defiCit.............ouecceveceieiniiecrinncrenren s e 107,291 0.05 3,461,494 1.46
Salaries and wages. 92,540 0.27 2,735,560 1.06
Taxable INTBrOSt.........ccvvieemi vt se et cres st et saran s e es s ererevssnebetes 59,861 0.55 106,890 7.75

Partnership and S Corporation:

NBEINCOME.......c ittt vt st e b e aresren et s s snssnes nenasseee 2,695 4.28 101,781 17.06
Net [08S.......corvcreierennnneens 1,570 5.67 12,752 17.66
Unemployment compensation..............ccccvvevinuvenee. 7,642 2.46 17,282 3.45
Social security benefits in adjusted gross income... 5,247 3.00 32,657 4.01
Moving expenses adjustment...............cevevrennane 669 8.70 1,085 14.07
Deduction for self employment tax.. 10,1114 2.03 9,037 4.02
Total statutory adjustments.......... “ 14,850 1.63 31,396 7.30
Contributions deduCHON. ..........ccccoviimmeeceiiccniene e e e s eae s 26,383 1.08 57,111 414
Total itemized deGUCHIONS.........c.ococvverr e secreesnrrns reeres e eresnasesnnns 29,137 0.99 414,585 1.71
Taxable income................... 85,300 0.34 2,252,831 2.05
Eamed income credit... . 17,731 1.43 19,905 1.79
TOMAl INCOME TAX......cciviiiiniciniitiiice ettt ceerassererssesesessenesnssannsned 80,428 0.38 449,908 3.47

Notes and References

[1] Economic Report of the President, 1995, p. 341. The
consumer price index (CPI-U) represents annual
averages of monthly figures and reflects buying
patterns of all urban consumers:

1994 CPI-U = 148.2;
1993 CPI-U = 144.5;
1992 CPI-U = 140.3.

{2] Early tax estimates for capital gain distributions
reported on Schedule D have not been tabulated.
Final SOI data show that capital gain distributions
reported on Schedule D increased 68.1 percent be-
tween 1992 and 1993, from $5.6 billion for 1992 to
$9.4 billion for 1993.

[31 Economic Report of the President, 1995, p. 320.

[4] Internal Revenue Service, Statistics of Income --
Individual Income Tax Returns, for 1989 through
1992, Publication 1304,

[5] Internal Revenue Service, Communications Division
Press Release, “NEWS, For Release: 6/8/95,” release
number IR-95-45.

[6] Total income tax is the sum of income tax after credits
(from which the earned income credit was subtracted)
and the alternative minimum tax.

[7] It is possible, however, that the IRS program which
verified social security numbers of all dependents

claimed on tax returns merely delayed some tax
returns. Thus, the overall impact on the number of
EIC claims for 1994 must await the tabulation of all
1994 returns.

[8] For SOI tabulations, the earned income credit is
divided into three parts: an amount used to offset
income tax before credits (limited to the amount
needed to reduce income tax after credits to zero); an
amount used to offset all other taxes (limited to the
amount needed to reduce total tax liability to zero);
and a refundable portion.

[9] Taxpayers could file, without incurring any penalty,
after April 17, 1995, if:

(a) they lived outside the United States and Puerto
Rico and their main place of business or military
post of duty was outside the United States and
Puerto Rico (these taxpayers were permitted an
automatic extension to August 15, 1995);

(b) they filed a Form 4868 for an automatic exten-
sion of the filing deadline, paying the estimated
tax balance due with this form (these taxpayers
were permitted an automatic extension to August
15, 1995); or

(c) they filed a Form 2688 for an additional exten-
sion of time to file (these taxpayers were granted
an extension of 2 or more additional months,
provided that there was a good reason why the
previous 4-month extension was inadequate).
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- [11])

[10} ‘Internal Revenue Service, Communications Division

Press Release, “NEWS, For Release: 3/17/95,”
release number IR-95- 23 Tt should be noted that
even though 1994 refunds were held up for returns
which were not filed electronically and for which the
IRS detected missing or mismatched SSN’s, the
returns were posted to the IRS Individual Master File
and were reﬂected in ETE statistics as refund re-

turns. However ‘a rejected electronically- -filed return .

was not counted until it was refiled as an electronic
return and actually accepted by IRS or was refiled as
a-paper return.

Form 1040PC retiirns are computer-generated
returns which present only line numbers and data

- entries. Only those lines of the tax form for which
the taxpayer has an entry appear-on the Form

1040PC, resulting in a return containing fewer pages

[12]

than if the.same retum had been prepared using t the
standard lRS tax forms and schedules

Modlﬁed income, as derived from the social security
worksheet, differs from AGI in that: it includes tax

‘ ~ exempt interest, excludable interest from Form 8815
- and one-half of total social security benefits; the
- . foreign earned income exclusion is added back into_

13)

[14)

'j ~ 'modified income; and the forergn housmg deducnon
“*"is not included asan adjustment »

R R

The basic Credit_of the EIC was the.arrlo‘unt_’that was
based on the taxpayer’s total “earned income” or
AGIL. S ’ '

A taxpayer is required to pay self-embldyment tax
only if they had net earnings as a self-employed
person of at least $433 ($108 for church employees).
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Table 1.--All Returns: Number by Marital Status, by Type of Return and Size of Adjusted Gross Income

{All figures are estimates based on samples—number of returns is in thousands]

All returns
Size of adjusted gross income Married filing Married filing Head of
Total Single jointly separately housshold
(1) () (3) ) (5)
All returns, total. 107,291 47,067 43,857 - 2,334 14,034
No adjusted gross income ! 1,269 733 267 243 *26
$1 under $5,000. 13723 11,356 820 132 1,414
$5,000 under $10,000 13,510 8,835 1,804 285 2,585
$10,000 under $15,000 12,587 6,378 2,997 259 2,953
$15,000 under $20,000 10,678 5,044 3,300 281 2,053
$20,000 under $25,000 8,995 3,891 3,164 287 1,654
$25,000 under $30,000. 7,498 3,198 3,053 247 1,000
$30,000 under $40,000 10,944 3,537 5,987 258 1,162
$40,000 under $50,000. 8,170 1,883 5,580 160 547
$50,000 under $75,000 11,883 1,548 9,730 114 490
$75,000 under $100,000.......ccccriuecrmeeiserenncnssoseresenmrsrnmssssorenens 4,217 330 3,789 *3t 67
$100,000 under $200,000 2,877 218 2,566 *26 67
$200,000 or more 940 115 799 ‘10 ‘16
Form 1040 returns 2
Size of adjusted gross income Married filing Married filing Head of
Total Single jointly separately household
(6) ) 8) 9) (10)
All returns, total. 55,998 18,781 31,607 1,286 4,324
No adjusted gross income ! 653 339 242 *47 *26
$1 under $5,000........ 4,256 3,375 491 47 344
$5,000 under $10,000 4,424 2,890 952 125 457
$10,000 under $15,000 4,653 2,311 1,620 89 633
$15,000 under $20,000 4,450 1,863 1,943 120 525
$20,000 under $25,000....... 3,910 1,471 1,789 166 484
$25,000 under $30,000. 3,779 1,408 1,777 176 418
$30,000 under $40,000... 6,453 1,832 3,821 209 592
$40,000 under $50,000 5,807 1,293 4,048 140 325
$50,000 under $75,000.......... 10,070 1,371 8,222 104 372
$75,000 under $100,000.................. 3,843 301 3,449 ‘26 67
$100,000 under $200,000 2,779 213 2,473 ‘26 67
$200,000 or more 920 115 779 *10 *16
Form 1040A returns 2
Size of adjusted gross income Married filing Married filing Head of
Total Single jointly separately household
(11) (12) (13) (14) (15)
All returns, total. 19,502 6,759 6,548 757 5,438
No adjusted gross income * 190 110 *10 70 -
$1 under $5,000, 2,614 1,594 225 85 710
$5,000 under $10,000. 3,305 1,498 575 131 1,100
$10,000 under $15,000 3,217 1,112 818 136 1,151
$15,000 under $20,000. 2,526 730 783 147 866
$20,000 under $25,000 2,304 651 830 101 722
$25,000 under $30,000... 1,702 423 811 *61 407
$30,000 under $40,000 1,988 499 1,157 15 317
$40,000 under $50,000... 1,059 126 817 *5 m
$50,000 under $75,000. 596 *15 521 5 *55
Footnotes at end of table.
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—~Continued

{All figures are estimates based on samples--number of returns is in thousands]

Table 1.~All Returns: Number by Marital Status, by Type of Return and Slze of Adjusted Gross Incomeé ™ -

Size of adjusted gross income

Form 1040EZ returns 2

Married filing Married filing Head of -
Total Single jointly separately household
(16) (17) (18) (19) (20)
All returns, total... 17,421 16,489 932 " NA N/A
No ad;usted gross mcome 1. *46 41’ 5 ‘N/A N/A
$1 under $5,000 5,791 5,750 .41 NA NA o
$5,000 under $10,000.. 3,373 3,306 67, - N/A | o ‘NA. -
$10,000 under $15,000. 2,283 2,218 . 66 N/A CNA- e
$15,000 under $20,000 1,879 1,802 - 77 . * N/A - N/A
$20,000 under $25,000 1,452 1,345 107 - N/A N/A
$25,000 under $30,000. 1,127 982 14 N/A N/A
$30,000 under $40,000 1,023 790 234 N/A N/A
$40,000 under $50,000.... 365 225 140 N/A N/A
$50,000 under $75,000.... 81 *30 - 50 N/A N/A
. o Electronically-filed returns
Size of adjusted gross income Married filing Married filing Head of
Total Single jointly separately household
o (1) (22) (23) (24). | — —(25)- —
“- Al retirns, total - 11,729 3,962 3,558 233 3,976
No adjusted gross iNCOME T........ervevrreeitisrarininnesivneesrenens 365 - .238 - 126 -
$1 under $5,000.................. - 864 470 53 - - 1340 -
$5,000 under $10,000 2,138 962 175 - 19 982
$10,000 under $15,000.... 2,163 603 418 . *24 1,118
$1 5,906 under $20,000. 1,807 . 495 369 *10 63
- |--— -$20,000-under-$25,000: 06T T[T T35 T |TTTTTTTesgT T T T s T T 408
$25,000 under $30,000. 681 292 258 - 13
$30,000-under $40,000. 1,145 310 597 *24 214
$40,000 under $50,000. 680 155 413 *10 102
$50,000 under $75,000.... 813 <96 - 663 *5 *49
$75,000 under $100,000.. 209 *10 199 - -
$100,000 under $260,000 53 o5 *49 - -
$200,000 or more...... *5 - *5 - -
‘ Form 1040PC returns ]
Size of adjusted gross income Marriedfiling .| Married filing. Head of
AR Vo Total Single jointly .~ ‘separately - household
(26) (27) T8 " (29) (30)
" All-returns, total ~ ., 2,641 1,075 1,213 ... - 58 . - ... 295.
No-adjusted gross income '. 15 5 10 - ' -
$1 under $5,000............ 198 168 *10 - *20
$5,000 under $10,000 269 179 *35 *10 46
$10,000 inder $15,000. 270 134 76 *10 51
$15,000 under $20,000. 317 183 128 *5 “30
$20,000 under.$25,000. 222 99 78 *5 *40
$25,000 under $30,000. 209 a3 63 *10 - 44
$30,000 under $40,000. 335 106 179 “10 - *40 '
$40,000 under $50,000. 259 B84 161 *5 *10
$50,000 under $75,000.... 323 *35 274 - *14
$75,000 under $100,000.. 165 *19 14 *5 -
$100,000 under $200,000... *44 - *44 - -
$200,000 OF MOFB....cccoevemmrrnrrivieserarens OO UUOUURRTUN *15 - *15 - -

' Inoludes retums with adjusted gross deficit.

2 Excludes electronically-filed retums and computer-generated retumns {Form 1040 PC), shown separately .
. " Estimate should be usad with caution’ because of the small number of sample retums on which it is based. .

N/A - Not applicable since Form 1040EZ coutd only be filed by either single parsons or married couplés filing a joint retum.

NOTES: Detail may not add to totals because of rounding. All data are for retums filed through April.
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Table 2.—All Returns: Total Income and Sources of Income, by Size of Adjusted Gross Income

[All figures are based on | ber of retums is in thousands, amounts are in millions of doilars]
Total Sources of income
Size of adjusted gross income number of Total income Sataries and wages Taxable interest Tax-exempt interast 2
retums orloss ! Number ot Number of Number of
retums Amount retums Amount retums Amount
(1) (2) (3) (4) (5) (6) (7) (8)
All returns, total 107,291 3,492,887 92,540 2,735,560 59,861 106,890 4,300 42,080
No adjusted gross income 2..........cccevveeerianene 1,269 -10,534 185 3,081 401 1,001 *20 *56
$1 under $5,000 13,723 35,611 11,322 30,464 4,719 2,246 114 107
$5,000 under $10,000 13,510 102,413 10,795 75,688 4,877 6,128 199 1,081
$10,000 under $15,000 12,587 158,388 10,210 118,815 5118 8,388 268 1,350
$15,000 under $20,000.... 10,678 186,887 8,876 142,111 4,946 8,004 244 1,448
$20,000 under $25,000 8,995 203,27 7.961 165,019 4,471 5813 202 1,74
$25,000 under $30,000..........ccccovumnmrieenrrerencs 7,498 207,218 6,862 174,770 4,217 4,676 218 506
$30,000 under $40,000 10,944 383,731 10,137 323,849 7,101 7,727 362 2,614
$40,000 under $50,000..........ccceeiveverierscininnns 8,170 368,185 7.624 315,357 6,179 7,448 424 2,871
$50,000 under $75,000 11,883 724,129 11,188 616,538 10,143 13,868 820 6,062
$75,000 under $100,000 4,217 363,736 3,931 297,285 3,964 7,742 444 2,672
$100,000 under $200,0